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 A B S T R A C T  
This research aimed to see the financial performance of Surabaya City’s Government 
on revenue and expenditure. The methodology of this research uses value for money 
analysis with indicators of economics ratios, effectiveness ratios and efficiency rati-
os. Secondary data used in the form of fiscal budget allocation and realization of 
Surabaya City Government Report in the year 2014-2019. The result showed that 
(1) Three component calculations of financial performance of Surabaya City’s gov-
ernment on revenue and expenditure based on value for money analysis show good 
results; (2) On economic ratios calculation, financial performance shows the eco-
nomics level; (3) On efficiency ratio, financial performance shows very efficient 






The granting of regional autonomy rights to regional governments as stipulated in Law Number 32 of 
2004 provides an opportunity in determining the revenue budget and its own expenditure in accordance 
with the potential and needs of the region. The imple-mentation of regional autonomy provides logical 
consequences in the form of the im-portance of financial management that is as effective and efficient as 
possible, starting from planning, implementation, supervision (Susetyo, 2008). To find this out, it is nec-
essary to measure financial performance, where one of them can use value for mon-ey analysis. This per-
formance measurement has two benefits, among others (Jumingan, 2006): (1) used to determine the level of 
financial management success; and (2) knowing in utilizing all assets owned by an area. Based on the objec-
tives in measuring regional financial performance, it becomes one of the interesting studies to be explored 
in more depth. 
Conceptually, the calculation of value for money emphasizes the principle of 3E (Economical, Efficient, 
and Effective), where this concept is not new. This is justified by Mardiasmo, (2009) , where this value for 
money is an important principle of managing a government performance budget on an economic basis 
(through minimizing inputs by avoiding wasteful spending); efficient (achieving maximum output with 
certain inputs, or certain outputs with the lowest inputs) and effective (achieving program results with 
specified targets). Where the three main points are interrelated and inseparable spelled out partially. 
The Surabaya City Government is one of the regional governments that also carries out regional au-
tonomy. In managing its budget, the Surabaya City Government always pays attention to the disclosure of 
public information and transparency in budget management. Based on the assessment of the Supreme Au-
dit Agency, the Surabaya City Government obtained an unqualified opinion during the span of the study 
period, even the highest scores in all districts or cities in East Java Province.  
However, the success of the Surabaya City Government's performance does not necessarily indicate 
that the Surabaya City Government's performance has fully applied the value for money principle. So, for 
this condition it is necessary to do a measurement of the achievement of the revenue and expenditure 
budget performance of the Surabaya City Government by using value for money analysis. It is hoped that 
this research can be used as a basis and assessment in policy making, especially in the management of in-
come and expenditure management more economically, effectively and efficiently. 
 




2. THEORETICAL FRAMEWORK AND HYPOTHESES 
Value for Money Calculation 
Technically, the calculation of value for money used in this study contains three aspects of measure-
ment, namely in terms of economy, efficiency and effectiveness, where each of the elements used are inter-
connected (Mardiasmo, 2009): 
1. Economic performance measurement 
To find out this economic performance, the following calculations can be made (Purwiyanti, 2017): 
 x 100%  ...................................................................................   1 
 x 100%  ............................................................   2 
Table 1. Criteria for Calculation of Financial Performance on an Economics 
Percentage of Performance Criteria 
> 100 percent Uneconomics 
100 percent Balance 
<100 percent Economics 
Source: Putra dan Putu, (2013); Khikmah, (2014) 
 
2. Performance measurement in terms of efficiency 
To find out the performance in terms of efficiency, the following calculations can be performed 
(Purwiyanti, 2017): 
 x 100%  ............................................................................................................  3 
 x 100%  ...................................................................  4 
 
Table 2. Criteria for Calculation of Financial Performance on the Basis of Efficiency 
Percentage of Performance Criteria 
>100 percent Very efficient 
90 percent – 100 percent Efficient 
80 percent – 90 percent Efficient enough 
60 percent – 80 percent Less efficient 
<60 percent Not efficient 
Source: Putra dan Putu, (2013); Khikmah, (2014) 
 
 
3. Performance measurement in terms of effectiveness 
To find out the performance in terms of effectiveness, the following calculations can be made 
(Purwiyanti, 2017): 
 x 100% .............................................................................................. 5 
 x 100%...................................................................... 6 
 
Table 3. Criteria for Calculation of Financial Performance on the basis of Effectiveness 
Percentage of Performance Criteria 
>100 percent Very effective 
90 percent – 100 percent Effective 
80 percent – 90 percent Effective enough 
60 percent – 80 percent Less effective 
<60 percent Ineffective 





3. RESEARCH METHOD 
In this study, the object of research is Surabaya City Government. The emphasis is on measuring 
the performance of Surabaya City Government with value for money analysis, which is determined in 
terms of economics, efficiency, an effectiveness of the allocation and realization of budgeting. The pro-
cessed data is secondary data sourced from annually report of allocation and realization of budgeting of 
Surabaya City Government during the spa of the research period.   
 
4. DATA ANALYSIS AND DISCUSSION 
Before carrying out the process of calculating the performance of the Surabaya City Government 
during the span of the research period, it is necessary to first know and analyze the total allocation and 
realization of the revenue and expenditure budget. The data was obtained from a public report issued by 
the Surabaya City Government, as follows: 
 
 
Table 4. Total Allocation and Realization of Surabaya City Government Revenue and Expenditure, 2014-2019 (in 
billions of rupiah) 
Description 2014 2015 2016 2017 2018 2019 
 
Budgets Realization Budgets Realization Budgets Realization Budgets Realiza-
tion 
Budgets Realization Budgets Realization 
Income 




















23.63 6,642.26 24.80 24.80 5.00 5.00 50.02 50.02 228.36 230.29 196.77 -2,449.14 
             
Expenditure 


















10.00 10.00 10.00 - 10.00 - 10.00 - 10.00 6.09 10.00 - 













             
 
 










Overall, both the allocation and realization of the Surabaya City Government revenue and ex-
penditure items during the span of the study period fluctuated with an upward trend. In terms of revenue, 
the highest position was obtained from regional own-source revenue, which contributed around 68 per-
cent both in terms of allocation and realization. According to Law No. 28 of 2009, states that all regional 
financial resources are extracted from the existing potentials in the region such as the results of local tax-
es, regional levies and others as well as financial revenues that have been regulated by local regulations. 
As for expenditure items, the highest position was by operating expenditure which reached 71 percent 
both in terms of allocation and realization followed by capital expenditure which reached 29 percent. The 
amount of this operational expenditure is dominated by personnel expenditure and goods and services 
expenditure, capital expenditure is dominated by road, irrigation and network expenditure as well as 
building and building expenditure.  
The comparison between revenue and expenditure made by the Surabaya City Government 
shows a budget deficit over the span of the study period. According to the Directorate General of Region-
al Fiscal Balance, Ministry of Finance, this APBD deficit occurs when the amount of revenue is smaller 
than the amount spent. So that if the APBD experiences a deficit, the Surabaya City Government will 
finance it with financing receipts including the previous year's remaining Budget Calculation (SiLPA), 
the use of reserves, loan receipts, proceeds from the sale of separated regional assets, and the receipt of 
loans or receivables. Because when there is a deficit in the APBD, there is no special funding channeled 
from the state budget to cover the deficit. The results of the calculation of value for money from the three 
ratios both economic, efficiency, and effectiveness of the performance of the City Government of Sura-
baya, are shown in Table 5 below: 
Table 5. Surabaya City Government Financial Performance Ratio Fiscal Year 2014-2019 
 
2014 2015 2016 2017 2018 2019 
Economic Ratio 
 
80.71% 81.90% 88.13% 88.35% 88.21% 91.89% 
(Economic) (Economic) (Economic) (Economic) (Economic) (Economic) 
Efficiency Ratio 
 
























Source: Author's calculations (2020) 
Based on the calculation results show that economic ratios show results that are consistent with 
economic criteria over the span of the study period. For the efficiency ratio shows over the span of the 
study period, the performance of the Surabaya City Government in allocating its inputs to its outputs ob-
tained very efficient results. As for the effectiveness ratio, during the vulnerable period the research expe-
rienced fluctuations but it was still in a good range that is effective to very effective.  
The Surabaya City Government through the Regional Financial and Tax Management Agency 
emphasizes the importance of local taxes as one of the sources of local revenue that has a strategic role in 
improving the region's financial capacity and will be used for regional needs with the goal of benefit or 
community welfare. In this context, the Surabaya City Government has the authority to manage its own 
finances after the implementation of regional autonomy on the basis of Law No. 32 of 2004. In govern-
ment governance the budget has a role that is vital enough, as a tool for policy, planning, control, and 
assessment of performance to realize community prosperity (Halim dan Kusufi, 2012). 
The negative stigma of managing public services such as budget inefficiencies, sources of leak-
age, budget wastage, institutions that always have a deficit does not occur in the performance of the Sura-
baya City Government. The success in managing this good regional budget is a key factor for the success 
of the Surabaya City Government. Where the Surabaya City Government pays attention to the openness 
of public information in managing its budget as stipulated by Law No. 14 of 2008 and following up the 
Instruction of the Minister of Home Affairs of the Republic of Indonesia Number: 188.52 / 1797 / SJ 
concerning Improvement of Regional Budget Management Transparency. So that all reports on the budg-
et allocation and realization of the Surabaya City Government can be accessed in general. This provides 
an opportunity for the public so that the use of public funding sources including the allocation of financial 
resources of the Surabaya City Government which is reflected in the regional budget can run economical-
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ly, efficiently and effectively.  
In addition, support from technological factors also drives the success of budget management. 
The Surabaya City Government has implemented an e-government system, which is a management in-
formation system in the form of implementation of public services based on information and communica-
tion technology, which is used as an interactive media of information and communication between the 
government and community groups and fellow government institutions themselves (Chamid, 2013; Nur, 
2014). The successful implementation of e-government needs to be appreciated in the government system 
because it will have a significant impact on improving agency performance (Baker, 2008). According to 
Gunawan, (2016); Widjaja dan Pratama, (2008), the existence of e-government, caused the Surabaya City 
Government to innovate in its financial system by implementing an e-budgeting system so as to facilitate 
government performance in managing the budget. 
Examining the Performance of Government of Surabaya City Government 
Performance in this case is the level of success achieved by the Government as an entity that is 
realized from the implementation of various activities and programs that have been planned in accordance 
with the vision, mission, goals and objectives. Because essentially every activity or program carried out 
by the Surabaya City Government can be measured and evaluated. What needs to be considered in this 
context is the work ethic of the Surabaya City Government. Moreover, there is the implementation of 
regional autonomy which gives freedom to local governments, including the Surabaya City Government, 
in managing their regions for the benefit, prosperity and welfare of their citizens. The implementation 
of government performance has the following objectives (Mardiasmo, 2009):      
1. Conduct better strategy communication both bottom up and top down 
2. Performs both in a financial and non-financial context in a balanced way so that its 
development can be traced 
3. Accommodating the understanding of the interests of middle and lower level managers 
in achieving the objectives and expected results 
4. As an effective tool in achieving satisfaction based on an individual approach and 
rational collective ability 
Analysis of Surabaya City Government's Regional Revenue and Expenditure Budget (APBD) 
Financial budget is a tool or instrument used by regional heads to evaluate the work 
units that are underneath. According to (Indrayani & Khairunnisa, 2018) basically the APBD 
contains a financial plan obtained and used by the regional government in the framework of 
implementing public services in one fiscal year. The process of preparing the APBD can be seen 
from the chart below: 











Source: Indrayani and Khairunnisa, (2018) 
One method that can be used in measuring the performance of the Surabaya City Government is 
using the value for money method. According to Khalikussabir, (2007) , the context of value for money is 
not only useful in measuring the cost of goods and services but also includes elements of cost quality, 
resources used, provision for use, time constraints, ease in assessing whether all of these elements are 
simultaneously forming a value or good value. This was also justified by the Directorate General of 
Treasury, Ministry of Finance (2019), which stated that the value for money in the implementation 
of this budget was a review so that budget performance could be carried out economically, efficiently and 
effectively as a form of state responsibility through the city and district governments to the payers taxes, 
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Source: Directorate General of Treasury, Ministry of Finance, (2019) 
This means that there is a basic framework in calculating value for money as a performance 
analysis, namely (Mahmudi, 2007; Mahsun, 2006; Mardiasmo, 2009) : (1) components of vision, mission, 
goals, objectives and targets; (2) components of input , process, output , and outcome , (3) components 
of economic measurement , efficiency and effectiveness . 
              The form of implementation of the concept of value for money, is expected that the Surabaya 
City Government as a public sector institution can increase its level of accountability as well as the im-
plementation of good governance. When this can be achieved there is a sense of public trust in the per-
formance of the Surabaya City Government. Mechanical calculation of value for money that is used in 
this study contains three aspects, namely measurement in terms of economy, efficiency and effectiveness, 
where each element used is interconnected, namely (Mardiasmo, 2009):  
1) Economic performance measurement 
In this case, in terms of economic performance measurement only considers input (in-
put) used. Categorizing terms of economic performance (see Table 1). Some main points that 
must be considered, among others (Sari, 2014) : (1) Is the organization's expenditure greater 
than budgeted ?; (2) is the organization's expenditure greater than the expenses of other similar 
organizations so that it can be compared ?; (3) Does the organization use its financial resources 
optimally? If you look at the performance of the Surabaya City Government from an economic 
perspective, if the input is smaller than the input price, it is included in the economic category 
(Andriani, 2019). This means that the realized expenditure funds used are smaller than the allo-
cated expenditure budget. So, in other words the thing that needs to be done by the Surabaya 
City Government is to save the budget or reduce unnecessary or no wasteful costs, so the thing 
that is the main concern in this context is the budget priority. 
2) Measurement of performance in terms of efficiency 
Performance measurement efficiency is measured by comparing expenditure (output) 
and input (input). An efficient indicator in this case when the greater the output of 
the input used. Categorizing performance in terms of efficiency (see Table 2). If you look at 
the performance of the Surabaya City Government in terms of efficiency, if the output produced 
is greater than the input used,it is included in the efficient category (Andriani, 2019). This means 
that the revenue budget obtained by the Surabaya City Government is greater than the realiza-
tion of expenditure. So that what is the focus of the Surabaya City Government is to produce a 
certain product or work that is achieved by using adequate resources or minimal funds.  
3) Performance measurement in terms of effectiveness 
Effectiveness in measuring performance to determine the success or failure of the or-
ganization in achieving its objectives. Effectiveness does not state how much expenditure is 
used to achieve its goals. Categorizing performance in terms of effectiveness (see Table 3). If 
you look at the performance of the Surabaya City Government in terms of effectiveness, if the 
output is greater than the outcome level, it is included in the effective category (Andriani, 
Economic Obtain the expected output with a minimal amount of 
costs 
Efficient Obtain maximum output with minimal input 
Effectiveness Obtain the expected output with the given input 
Value for Money 
Analysis 
The use value obtained from each budget amount obtained and spent 
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2019). This means that the realization of revenue allocated by the Surabaya City Government is 
greater than the revenue budget. So that the results achieved which are proxied by the realiza-
tion of revenue value exceed the specified goals or targets which are proxied by the allocation of 
income 
 
5. CONCLUSION, IMPLICATION, SUGGESTION, AND LIMITATIONS 
To be able to answer this research question, the authors measured the performance of the 
Surabaya City Government in managing its income and expenditure budget using value for 
money analysis. The focus of attention in terms of the economy, efficiency and effectiveness of 
budget management. Where as a whole the calculation of the three components shows good 
results. Over the span of the study period the economic ratio showed consistent results and 
tended to increase. This shows that the performance of the Surabaya City Government succeed-
ed in making budget savings in other words able to determine budget priorities so as to mini-
mize unnecessary costs. The efficiency ratio shows very efficient results over the span of the 
study period. This indicates that the Surabaya City Government has succeeded in producing the 
performance achieved by using the lowest possible source of funds, this is evidenced by the 
comparison between the budget obtained by the amount of the realized expenditure. As for the 
effectiveness ratio, it tends to fluctuate in the effective to very effective range. For the effective-
ness of this budget is reflected in the level of realization of revenue allocated by the Govern-
ment of the City of Surabaya that is greater than the allocation of revenue. 
Although the three indicators of financial performance measured by using value for 
money analysis show relatively good performance, it is still not perfect. The thing that can be 
emphasized by the Surabaya City Government is to determine potential outposts of its regional 
income, especially local original revenue so that in the future the ratio of income and expendi-
ture from the Surabaya City Government does not experience a budget deficit. So it is expected 
that with the improved financial performance ratio the Surabaya City Government is able to 
increase its financial performance calculation index through the calculation of value for money, 
especially in the three economic aspects, efficiency, and effectiveness. 
Suggestions for future research, essentially the components of the calculation of financial per-
formance by using value for money analysis which only focus into three aspects (economic, 
efficiency and effectiveness). However, there are two other components, namely: equity (equity) 
and equality (equality) which can be added so that research on the calculation of the perfor-
mance of the Surabaya City government budget becomes more comprehensive. Performance 
calculations from other municipal and district governments both in the scope of East Java and 
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